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Almost all countries in the world today are plagued with the cancer of corruption. 
The forms and manifestation of corruption are continually changing. Although the 
incidence of corruption in public life is a world wide phenomenon, in India in recent 
years it has assumed frightening proportions. It has not only spread to every part 
of the governmental machinery, but has had a more rapid growth among political 
activists and functionaries at all levels. The record of various political parties in India 
is more or less even on this score. The prevalence of a widespread public cynicism 
towards it, people’s acceptance of corruption as a fact of life and the feeling that 
those indicted of political corruption in public life invariably go scot-free and in the 
process amass more ‘power, status and wealth’ have led to a situation, where even 
the most determined efforts to fight the venality have failed miserably. It has given 
credence to Voltaire’s dictum that corruption is an evil that grows respect; able with 
age. 

It has almost become a national pastime in India to talk about corruption, ‘con- 
demn others of corruption, but there is precious little that is done in practical prag- 
matic terms to curb the incidence which is having a cancerous growth in all sectors 
of the body politic. The government seems to be aware of the existence of the evil 
all-round, and is also aware of the possible ways to check its monstrous growth, but 
seems to be lacking in will to enforce such measures effectively. 

This paper is mainly concerned with the examination of some of the major 
financial scandals and scams that have occurred in India since Independence with a 
view to analyse the various forms and patterns that the craft of political graft has 
acquired in this country. Inter-alia, an attempt is also made to discuss the political 
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and economic dimensions of these scams, the efforts of the Government to enquire 
into such incidents, and the extent to which the guilty have been punished. 


II 


Corruption in India has passed through three different stages “gaining legitimacy, 
widespread indulgence and shameless defence”. Apart from other social and eco- 
nomic compulsions, it has been due to steep fall in the standards of political leader- 
ship and an overall decline in the moral and ethical standards in society. The entire 
infrastructure in modern Indian Society is built on the edifice of corruption. It has 
percolated down from top to the bottom. Very often political corruption in India 
takes place in collusion with the bureaucracy in the shape of huge kickbacks in big 
national and international deals which go undetected and unpunished for obvious 
reasons.” A brief survey of some major incidents in India since Independence would 


help illustrate this proposition. 


(i) Mudgal Affair: In the first of the incidents immediately after Independence, a 
member of provisional parliament, H.C. Mudgal, was charged that he agreed 
to canvas support and make propaganda on behalf of the Bombay Bullion 
Association in the Parliament on a payment of Rs. 20,000. Mudgal denied 
the allegation. A Committee of the Parliament under the chairmanship of T.T. 
Krishnamachari was appointed to probe the charges. The Committee held 
that Mudgal’s conduct was “derogatory to the dignity” of the Parliament and 
inconsistent with the standards which Parliament is entitled to expect from 
its members”. The Report was submitted to the Parliament on 25th July, 1951. 
H.G. Mudgal quickly resigned his seat. No further action was taken on the 
report. 


(ii) Jeep Scandal Case: This was the first financial scandal in independent India 
involving a sum of about Rs. 216 crores (about $500 millions at the then ex- 
change rate), when the country’s first High Commissioner to U.K. Krishna 
Menon signed an unfulfilled but fully paid up contract on behalf of the Gov- 
ernment. Menon’s refusal to face an inquiry sparked a public outcry. Despite 
this, however, no action was taken against Menon, who subsequently became 
India’s Minister of Defence in Nehru’s Cabinet. 
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(iii) 


(iv) 


(v) 


The Mundhra Deal (1957): The Mudhra deal raised important issues involving 
the ambit of powers of autonomous credit institutions, the role of the civil ser- 
vants, and above all, of Ministerial responsibility to Parliament. The purchase 
by the nationalised Life Insurance Corporation of the weakening shares of 
the Mundhra Companies attracted wide critical public attention, in 1957. On 
the issue raised by Feroze Gandhi, a member of parliament, a Commission of 
Inquiry, headed by Chief Justice M.C. Chagla of the Bombay High Court, was 
requested to investigate the matter. Chagla upheld the principle of Ministerial 
responsibility and indicted the then Finance Minister, T.T. Krishnamachari, 
for the lapses on the part of H.M. Patel, Principal Secretary and the chairman 
of the LIC. As a result of the enquiry all three had to resign their respective 
positions. 


P.S. Kairon Case (1963): The first time an Inquiry Commission was appointed to 
inquire into the allegation of corruption and nepotism etc. against a politician 
was in 1963, when justice S.R. Das was requested to enquire the charges against 
the then Chief Minister of Punjab, Sardar Partap Singh Kairon. As a result of 
the findings of the Commission, Kairon had to resign from his position of 
Chief Ministership. These were the days when the lingering memory of the 
freedom movement and the high standards of rectitude in matters of handling 
of public funds helped preserve some norms of public conduct in the first years 
after Independence. Things began to change thereafter, and under Mrs. Indira 
Gandhi, the standards of public morality had begun to decline which reached 
the lowest ebb under Rajiv Gandhi and their successors. 


Nagarwala Mystery (1971): On 24 May 1971, Ved Prakash Malhotra, Chief 
Cashier, State Bank of India, received a telephone call purportedly from the 
Prime Minister’s office, asking him to make available a sum of Rs. 60 lakhs 
(six million) from the bank which was required for a top secret Bangladesh 
mission. After a pause, the voice of Mrs. Indira Gandhi came on the line to 
direct Malhotra, that he hand over the amount to somebody who would 
approach him with a code word. The person was Rustom Sohrab Nagarwala 
who asked Malhotra to drive straight to the Prime Minister’s house and 
obtain a voucher for the amount. Nagarwala took the box containing the 
money and fled. Malhotra reported the hoax to the police, and Nagarwala 
was sentenced to four years rigorous imprisonment after he confessed to 
the crime. Mrs. Gandhi did not answer whether or not she had spoken to 


Malhotra on the particular day.3 Of course, the victim of the episode was 
Mr. Malhotra who was sacked from his job. 


Ill 


Political corruption can take many forms, occur at different levels and with varying 
magnitudes and frequencies. The most important arenas for political corruption are 
legislature, elections and the administration.* Apart from the traditionally accepted 
parameters of political corruption in these arenas, in India it has at least assumed 
two new directions. The first is the emergence of extra-constitutional centres of 
power which exercise enormous influence and authority on behalf of the legitimately 
constituted institutions and authorities. The irony in such situations is that while the 
conduct of legitimate authority in many cases had ostensibly remained above board, 
the sons and daughters or close relations of the constitutional authority amassed 
huge wealth, power and status by resorting to the exercise of undue influence. Invari- 
ably in all cases, there has been a tendency on the part of the constitutional authority 
to protect their relations and proteges, to pretend ignorance of their alleged corrupt 
deeds and even to resort to their defence in public whenever allegations of this kind 
are made in the press or by the opposition. 

Since the very first decade of Independence many top political leaders including 
chief ministers, central ministers and even the highest office of the prime minister 
have been indicted by the inquiry commissions on such matters.° Whether it relates 
to the activities of Surender Singh Kairon, Suresh Ram, Sanjay Gandhi, Kantilal Desai, 
or Gayatri Devi, the issue of those aspiring for and wielding extra-constitutional 
authority, interfering with the process of governance and taking undue advantage 
of the positions of the high office held by the parents or spouses has come to the 
fore recently and in fairly quick interchange. The role of ambitious wives and other 
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kinsmen contributing new elements of unsavouriness to the process of administra- 
tion has come under severe criticism. The practice, however, still persists. The most 
significant question here is not one that concerns just personalities or individuals 
but the danger that emanates from the development of a political culture that will 
be detrimental ultimately to the welfare of the people.” 

The other new direction in which political corruption has spread into the body 
politic in India has been the emergence of a new breed of politicians, who have 
become synonymous with what in recent Indian political parlance termed as ‘the An- 
tulites’. Politics in India has come to acquire the character of a big business, in which 
the fund-raising qualities of professional politicians attract the largest premium. 
With elections becoming an expensive proposition, the emphasis in each party seems 
to have shifted from honesty to capacity to raise funds in any manner and by any 
means. In the pre- and post 1975-77 emergency era the erstwhile ruling Congress 
party was accused of raising large amounts through donations in the shape of adver- 
tisements to a party souvenir, the costs of which were highly disproportionate to 
the amount of advertisement space bought by the big businessmen.® 

Even in normal times, the leaders who are able fund-raisers have generally come 
to the forefront. When a party is elected to office, such fund-raisers, are often given 
charge of the economic ministries, which can shower benefits on the potential donors. 
Substantial contributions are raised from proprietors or directors of large commercial 
or industrial firms. These firms, before parting with the funds, naturally want to 
make sure that there will be a satisfactory quid pro quo. The net effect of this process 
as former civil servant puts it, “can only be to mortgage much of the political system 
to ‘money-power’”.? Thus the present procedure of raising election funds can be 
the biggest single source of corruption. 

The fund-raising capacity of an individual has reached its perfection in the man- 
ner A R Antulay, a former Chief Minister of Maharashtra, sought to establish one 
trust after another. Eventually, he had to resign from the office following an indict- 
ment by the High Court of the State. However, he personified, as one commentator 
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has put it, “a form of rule in which arbitrariness is not peripheral but essential”. “In 
the Antulay phenomenon”, he points out “statecraft is severed from politics, ma- 
nipulation replaces diplomacy, the arbiter of conflicting interests in society himself 
becomes a sectional interest opposed to the rest of society”, and the state is robbed 
of its legitimacy as the regulator of civil society. 


At the very heart of the Antulay phenomenon lies a confusion between the private and 
public spheres, the frequent merger of the one into the other. He not only sold polit- 
ical favours to his friends and private contacts, but also reduced politics to a trade in 
favours to be dispensed and bought. This took on unconcealed and particularly brazen 
form in the allotment of cement quotas for which high donations to Antulay’s Trusts 
were the quid pro quo.*° 


In the game of exhorting donations Antulay is not unique in the country, but 
represents a whole new crop of politicians — not necessarily limited to the ruling 
Congress (I) but also belonging to other parties as well. The distinction between this 
breed of new politicians and the older generation of politicians, who were similarly 
indicted like Partap Singh Kairon and Biju Patnaik, former chief ministers of Punjab 
and Orissa, is that they used their power often arbitrarily pruning down norms — 
not only to advance public interests but also, and mainly, to achieve public goals. 
Hence the blurring of the necessary distinction between the private and the public 
becomes in their case, easy and natural, almost inevitable.” 

Writing about the corruption in public life with respect to the raising of funds 
during elections (particularly through a souvenir on the eve of the sixth general 
elections in 1977) Arun Shourie, a well-known commentator of the political scene, 
has after quoting original documents, shown that large amounts were collected 
by the professional politicians and that even though prima facie cases had been 
established against them for illegally collecting large sums of money, the persons 
responsible have all been rewarded by high offices and the only person to pay the 
penalty was the person who investigated and wrote the document specifying the 
amounts and the account numbers with several banks. Shourie asks in disgust: 


When the people have no choice but to reinstate those who defalcated with a thou- 
sand millions inthe last round will the latter not be emboldened to defalcate witha few 
thousand crores in the current one? Canintelligence agencies that swear one thing to- 
day and its opposite tomorrow, serve even the rulers, to say nothing of their doing any 
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good to the country? Do we not minimise the problem when we look upon the politi- 
cianas the corruptor of public life? What about the 1,151 enterprises, that donated the 
1,128 millions? Is the businessman less corrupt? Is the average citizen less?.” 


These are indeed very pertinent and formidable questions which seem to defy 


any answer today. 


(i) 


(ii) 


(iii) 


(iv) 


R.K. Hedge, Chief Minister of Karnataka (1989): In1989, a Commission of Inquiry 
headed by Supreme Court Judge Kuldip Singh inquired into irregularities in 
the allotment of 110 acres of land in Bangalore by the Bangalore Development 
Authority to non-resident Indians and the sale of 22,622 sq. meters of land in 
Mysore to a private builder during Ramakrishna Hegde’s chief ministership. 
The Commission indicted Hegde in its report, as a result of which he had to 
quit his post of Chief Minister. 


Fairfax Affair: ACommission consisting of two Supreme Court judges, justice 
M.P. Thakkar and justice S. Natarajan began probing the Fairfax affair in April 
1987. It enquired into the arrangements entered into with the Fairfax Group 
Inc., an American detective agency to probe FERA (Foreign Exchange Regula- 
tion Act) violations and indicted the former Finance Minister, V.P. Singh, in 
their report. Mr. V.P. Singh later became the Prime Minister of India in 1989. 


Fodder Scandal: A former speaker of the Lok Sabha (the Lower House of In- 
dian Parliament), Balram Jakhar, was accused of promoting the interests of 
a foreigner friend, Mr. Brady, by waiving import duty in return for 50 fodder 
making machines. Mr. Jakhar’s outfit, the Bharat Krishak Samaj (Indian Agri- 
culturist Society), allegedly played a dubious role in a deal that relieved the 
Indian public of Rs. 36 millions in taxes and over Rs. 35 million in foreign 
exchange. Although the case is still pending, no action is likely to take place. 
Jakhar has been the Minister of Agriculture in the Cabinet of Narasimha Rao. 


HDW Deal: The Government of India purchased two sub-marines from a West 
German company under a contract signed in 1981. A 7% commission, which 
worked out to Rs. 3,000 million, was paid to the Indian agents of HDW under 
the terms of an open-ended agreement. Nobody involved has been brought 
to book. 
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(v) Airbus A 320 Deal: In April 1990, the Central Bureau of Investigation filed a case 
against the Senior Officials of the Civil Aviation Ministry and Indian Airlines 
for the hasty purchase of A-320 aircrafts. The officers were charged of bribery 
and negligence in negotiating the purchase amounting to Rs. 25,000 millions. 
However, nothing came out of this initiative. 


(vi) Bofors Pay-off: Perhaps the most celebrated case of political corruption which 
has not been finally settled and has assumed international dimensions has 
been the alleged kickbacks in the purchase of Bofors 155m FH-778 guns. 
The Swedish Radio had, in 1987, charged that commission worth 33 million 
Swedish Kroners (about Rs. 65 millions) was made to an Indian firm in 
respect of a deal worth billions of rupees for the supply of the Bofors guns. It 
was alleged that the commission was paid in foreign exchange to the persons 
and friends nearest to Prime Minister Rajiv Gandhi. The Joint Parliamentary 
Committee which enquired into the deal found nothing wrong, and absolved 
the Prime Minister, Rajiv Gandhi. But the Government was indicted by the 
Comptroller and Auditor General of India for improprieties in the entire 
negotiations and the deal. There was such a public outcry against it that it 
became a major issue in the general elections of 1989, which led to the defeat 
of Rajiv Gandhi’s Government. The Central Bureau of Investigation is still 
pursuing the case to unravel the mystery of political kickbacks alleged to have 
been paid in the deal. 


IV 


The latest scandal to rock the nation and the present government is the Bank Securi- 
ties Scam of 1991-92. The Securities scandal (in 1991, which soon after Mr. Narasimha 
Rao took over as Prime Minister after the unfortunate assassination of Mr. Rajiv 
Gandhi in May 1991) has put the nation’s credibility in serious doubt. The amount of 
money involved in the bank securities scam is over Rs. 55,000 millions, nearly 80 
times more than the Bofors gun kickbacks, which painted in black the image of Rajiv 
Gandhi, who started his reign as “Mr. Clean”. The Central Bureau of Investigations 
(CBI) had initially estimated the scam amount at Rs. 35,000 millions. The figure 
was raised after subsequent disclosures. The Income Tax authorities, also trying to 
trace where the money is parked, still believe that their original calculation of Rs. 
80,000 millions will be confirmed. Both the CBI and the Income Tax authorities, 
however, agree on the modalities adopted by banks to transact dubious deals. They 


believe that the ball was set rolling by the public sector undertakings which passed 
on deposits running into hundreds of million of rupees to select banks. The latter, in 
turn, made the money available to pre-fixed share brokers, who channeled it into 
the stock market.” 

The Ministry of Finance and the Reserve Bank of India which regulate the banking 
industry in India and which had some feel of the ensuing scam very early kept rather 
quiet. Being under attack due for the introduction of the new economic policy of 
‘liberalisation’ and ‘market economy’, they considered the share market boom a 
public rebuff to the critics of the new economic policy. No remedial action was 
initiated. Even S. Venkitaramanan, the then Governor of the Reserve Bank of India, 
who was not entirely above suspicion, was retained lest his removal should, in any 
way, create doubts in the minds of foreign investors and funding agencies. 

Faced by massive onslaught by the opposition and newspaper reports, Prime 
Minister P.V. Narasimha Rao constituted, in August 1992, an all-party Joint Par- 
liamentary Committee (JPC) to probe the securities scandal headed by a veteran 
Congress leader, Ram Niwas Mirdha with members drawn from the ruling Congress 
Party and the opposition parties for a comprehensive and non-party investigations 
into the securities scam. 

The JPC submitted its report on the bank securities scam on December 21, 1993 
after investigation and protracted deliberations and labour of more than 16 months. 
The report indicted in varying the measures Finance Minister Manmohan Singh, 
the Health Minister B. Shankaranand and Minister of State for Finance Rameshwar 
Thakur. It also censured stringently the Ministry of Finance, Department of Public 
Enterprises and other departments for their failure to discharge their obligations. 
The Committee also fixed personal responsibility on the former Governor of the 
Reserve Bank of India S. Venkitaramanam and his deputy (Amitava Ghosh). The 
JPC observed that the Deputy Governor “must be held primarily responsible” for 
the continuing irregularities in the banking sector and expressed surprise as to how 
Mr. Ghosh continued to occupy that high office for a decade, despite his failures and 
turning a Nelson’s eye to the scam.“ 

The JPC Report came to the broad conclusion that the scam was “basically a 
deliberate and criminal misuse” of funds with the aim of “illegally” siphoning the 
funds of banks and public sector undertakings to “select brokers”. It was a “chronic 
disorder” and the “most unfortunate aspect” was the emergence of a “culture of 


®8Nayar, Kuldip, “Who is to Blame?”, The Tribune, March 3,199 4. 
14The Hindustan Times, Dec. 22, 1993, p. 1. 


non-accountability” which permeated all sections of Government and banking.’ 
The sordid events associated with the scam hightened political and popular interest 
when Harshad Mehta, who was supposed to be the kingpin of the scam, alleged 
that he paid a huge sums to Prime Minister Narasimha Rao in Nov. 1991, to aid in 
the cover-up operation. The JPC did not however, probe into this allegation of a 
political pay-off. The report, however, reproduced the evidence tendered by the 
Central Bureau of Investigation (CBI) and other agencies that the Bombay broker 
had failed to make out a prima facie case on charges of corruption but the CBI did 
not take up any inquiry. The Committee did not, therefore, draw any conclusion on 
the substantive issue. However, 13 members belonging to the opposition parties did 
not want the matter to be closed and demanded an inquiry to be made under the 
Commission of Inquiry Act against the alleged pay offs to the Prime Minister. 

The Committee, in its Report, identified the serious failure of the Finance Ministry 
in anticipating the problem and criticised the Finance Minister Manmohan Singh for 
not losing his ‘sleep’ on the spurt of the stock market and added the “one would wish 
that when such cataclysmic changes take place all around some alarm would ring to 
disturb his slumber”.*® Shankaranand, the Minister of Health, has come in for adverse 
comments for his role as the Chairman of the Oil Industries Development Board 
(OIDB) under the Ministry of Petroleum when he was the Minister for Petroleum. 
The report concluded that the (OIDB) under Shankaranand had shown favour to 
Canfina and Syndicate Bank in making investments of huge surplus funds under 
PMS. Similarly, Rameshwar Thakur, the Minister of State for Finance, has come for 
adverse comments in connection with the case relating to income tax raids on the 
premises of the stock broker, Harshad Mehta. The Committee noted that Mr. Thakur, 
when he was Minster of State for Finance, kept pending for more than a month, in 
1992. The Report added that the Minister of State pushed the file ahead with his 
noting “only after the news of the scam broke out in the press and in parliament.” 
The Committee has also recorded the evidence that Harshad Mehta had approached 
Mr. Thakur for help after the income tax raids, and the Minister had advised him to 
present his case to the Central Board of Direct Taxes (CBDT), which he did.” 

The Committee observed, that there were several dimensions of the scandal, 
moral and otherwise. The functional aspect covers the banks, brokers, public sector 
undertakings (PSUs) and various Ministries. Here, accountability was ‘largely absent’ 
and punishment for wrong committed was ‘rare’. The second aspect about which 
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the Report expressed grave concern was the failure of supervisory role from “top 
to bottom”. It added that “what is extremely worrisome” is that no witness who 
appeared admitted responsibility. The Committee felt distressed at a very damaging 
approach of transferring responsibility to others. As a follow up the Committee 
recommended initiation of expert investigations to assess the damage by the scam 
and apprehend the ultimate beneficiaries of the loot. This will also be necessary, 
not as a witchhunt, but as a proof of recognition that the unprecedented economic 
offence was perpetrated, above all, with the connivance of key persons in political 
and bureaucratic authority. 


V 


Although it is now more than one year that the JPC had submitted its report on 
the Securities scam after year and a half of hard labour and under pressure from 
a public opinion concerned over loss of precious time there has been a deplorable 
dearth of action from the Government. The Government assured the Parliament of 
an item-by-item action report on the findings of the JPC within three months. But it 
kept on extending the deadline.’ The parliamentary probe has left higher political 
echelons entirely undisturbed, with even B.Shankaranand, severely indicted as he 
stood, continuing in the Union Cabinet, and further investigations urged by the JPC 
into the role played by former RBI Governor, S. Venkitaramanan, and former Deputy 
Governor, Ghosh, seem to have been frozen. Added to the instances of un-expressed 
accountability are the unrepaired systemic flaws. The charge that foreign banks, 
major players in the scam, are being allowed to expand without facing the ‘penal 
action’ recommended has not been answered: nor has a fool proof investment policy 
for the public sector undertakings been formulated as yet.'? In any event, it is highly 
unlikely that the Government would be able to unearth, leave alone punish the guilty 
persons, who have been the real beneficiaries of the Rupees 50,000 millions scandal, 
or take any penal action against the political leaders directly or indirectly involved 
in the scam. 

The above brief survey of some of the major financial scams in India clearly 
indicates that political corruption has been a fact of life since Independence. And 
there has not been a single case worth the name in which a corrupt politician of some 
standing has been successfully prosecuted and convicted in a court of law. On the 
latest — and the largest financial scandal — the Chairman of the JPC, Ram Niwas 
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Mirdha, has observed that the “scam is much more than a mere crime”.”° However, 
no action has been taken against any political leaders, even when the complicity of a 
Union Cabinet Minister is apparent. He still continues to be a Minister. Similarly, 
one Minister was let off by mere resignation, although there was little doubt that he 
had purchased certain shares at par, per Rs. 10/- each, when the market price was 15 
times more. A few bureaucrats have resigned, but only after the disclosure at the JPC 
sittings. Others have no convincing defence for not acting when they should have or 
for acting in a particular manner, continue to occupy key positions.” 

At the beginning of the winter session of the Parliament in December 1994, 
the high profile Sadachar Bharathi, led by C. Subramaniam and Nani A. Palkhivala, 
pleaded with the President of India to intervene to see that the JPC Report was not 
dumped on the dung-heap. In a letter to the President, they expressed deep distress 
over no action being taken against the ministers indicted by the JPC. They asserted 
that as a committee of Parliament, and more so as a Joint Parliamentary Committee, 
it is the repository of the will and authority of the Parliament and recommendations 
made by such committees should not be taken lightly, much less ignored. As one, who 
is sworn to “preserve and protect” the Constitution, the President has also certain 
immutable, latent obligations and concomitant accountability to the tribunal of the 
people, and therefore, the matter should be examined independently from his own 
judgement as a prelude to further action if justified under law.” 

As a result of the mounting pressure of the opposition and continuing of the 
blockade of parliamentary proceedings, the Government tabled a Revised Action 
Taken Report (ATR) on the JPC recommendations on 20th December 1994. The 
revised ATR indicated that the Government did not propose to take action against 
the two Union Ministers, foreign banks and top executives of the Reserve Bank of 
India, who were indicted by the Joint Parliamentary Committee. The Government 
claimed that the inquiry about the ‘end-use’ of the scam money involved continues 
to be shrouded in mystery. As far as the principle of accountability of the tainted 
Ministers was concerned, the revised ATR used a new expression of “constructive 
responsibility” of the Ministers to the Parliament. While the Government agreed 
that the responsibility of the Finance Minister to the Parliament cannot be denied, 
but proposed no action to be taken against the indicted Ministers.*3 

However, as a result of continued protests by the opposition on the revised ATR 
and tirade against the Food Minister on the recent sugar scandal, in which he was 
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12 


held responsible for administrative lapses by the Gyan Prakash Committee Report 
on Sugar Scam, as also the mounting pressure within the Congress (I) party, the 
Prime Minister had to finally yield ground. He asked the three ministers — Food 
Minister Kalpnath Rai, Minister of State for Rural Development Rameshwar Thakur 
and Health Minister B. Shankaranand — to resign from the Ministry. Shankaranand 
and Thakur were both indicted by the JPC on the securities scam, and Kalpanath Rai 
was held by the Gyan Prakash Committee responsible for the sugar muddle. The 
delayed action on the part of the Prime Minister in this respect has blurred the image 
of the Prime Minister and weakened his position in the Congress (I) Party as also in 
the country, particularly in the wake of the electoral losses suffered by the Party in 
the Assembly elections of Karnataka, Andhra Pradesh and Sikkim.”4 

One major political fall out of the latest scam has been the accusation of bribe 
taking by the Prime Minister himself. In 1993, Harshad Mehta, the main accused in 
the securities scam has alleged in a crowded press conference that he had personally 
handed over a suitcase containing Rs. 6.7 million to Prime Minister Narasimha Rao 
at his official residence in New Delhi. Later, another Rs. 3.3 millions were delivered to 
the Prime Minister’s men. Although people were skeptical about Rao’s involvement 
in the scandal, the opposition made it an issue for a ‘no-confidence motion’ against 
the Government. The hastily-tabled no-confidence motion by the Bhartiya Janata 
Party (BJP) and the Communist Party (Marxist) in the Parliament was ignominiously 
defeated through a clever manipulation by the managers of the ruling party when 
they bought a dozen votes, enough to defeat the motion. Even if one believed that 
Prime Minister Narasimha Rao had not accepted any money and even if one reckoned 
that the ruling regime was not corrupt, there was no way in which one could deny 
that the cynical act of buying over a dozen MPs represented corruption of a far greater 
magnitude than the kind of simple bribery that Harshad Mehta had accused Rao of. 
When the vote count took place on the no-confidence motion in the Lok Sabha it 
was noted that at least twelve MPs did in accordance with their pre-existing political 
alignments. They voted for the ruling party because they had been bought. The 
success of the transaction ensured the defeat of the motion and the survival of the 
Narasimha Rao Government. As reported in the press, at least one of the defecting 
MPs appeared drunk on the floor of the Lok Sabha. The remainder looked pleased 
and prosperous. And the Congress (I) spokesman said that the result of the motion 
proved that people were not willing to believe that the Government was corrupt. 


?4For ‘Sugar Muddle’, See The Hindustan Times, Dec. 20, 1994, p. 1. Also see The Hindustan Times, 
Dec. 23, 1994, Pp. 1. 
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“Nobody in the Congress seemed to realise just how ironic it was”.”5 


VI 


The Harshad Mehta’s suitcase episode demonstrates two realities about corruption 
in India. The first is that itis more widespread than before; the second is that it hardly 
matters. There was a time when a minister who accepted money from industrialists 
was regarded as a crook and treated him with a certain disdain by his colleagues. 
Today, every other minister takes money from businessmen and many will not bother 
to deny it. Rather, they justify it on grounds of rising cost of election expenses and 
explain that these funds can only be generated from private industry. Since no 
businessmen will part with money for nothing there has to be quid pro quo at certain 
level.” 

Thus corruption in India has become a way of life in all fields of activities — 
more so in the field of politics. It has not only gained widespread legitimacy and 
indulgence, but is now being defended shamelessly. Prime Minister Indira Gandhi’s 
statement on corruption in the late 1960s that “it was a worldwide phenomenon” 
heralded the dawn of the first stage of indulgence. It coincided with the enormous 
growth of blackmoney (according to one estimate it accounts for 50% of the reported 
national income), and the emergence of ‘money politics’ as a major factor in public 
life. In the past when a scandal like Mundhra deal appeared in the press, prompt 
action was taken by the Parliament. The Finance Minister, the Finance Secretary and 
the Chairman of the Life Insurance Corporation were all made to resign. In the new 
era (in late 1960s) when Tulmohan scandal case erupted in Parliament no action 
was taken. Similarly, in the Nagarwala case, no action could be taken, as neither 
Nagarwala nor the police officer investigating the case, lived to tell the tale.”” 

The next stage was one of widespread indulgence. Corruption has now become 
the hallmark of Indian politics and administration. Its tentacles of corruption spread 
everywhere and tainted the reputation of even the Head of the Government. The 
Westland Helicopter deal, the HDW submarine deal, the Bofors deal and the ‘suitcase’ 
allegations are well known examples.”® 

The last few years have seen shameless defence of corruption and attempts 
have been made to cover it up. Examples abound. The Foreign Minister of India 


*5See Sanghvi, Vir, “Who’s Afraid of Corruption?”, Seminar, No. 913, Jan. 1994, pp. 68-70. 
> Ibid., p. 69. 

?7Sinha, op. cit. 

8 Ibid. 
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delivers a note to his counterpart in Switzerland, asking the latter to hush up the 
Bofors case. When this gets known, he states in Parliament that he was not aware 
of the contents of the note, nor did he remember who had given him that note. 
A judge of the Supreme Court is indicted for blatant corruption after the judicial 
scrutiny by the apex court, but is bailed out from impeachment in Parliament by the 
ruling party. In the present securities scandal, a scamster makes serious allegations 
against the Prime Minister which are of course denied, but no case of criminal action 
for defamation was taken up against the former. The Law Minister lends some 
credence to the scamster’s allegation by stating that he had been frequently visiting 
his cabinet colleagues with suit cases. The Governor of a State was found involved 
in another St. Kitts type forgery implicating a senior leader of the opposition, but the 
whole matter was soft-pedalled. And when the opposition parties combine to table 
a motion of no-confidence in Parliament, making corruption the prime issue, the 
Prime Minister’s reply to the motion was one of the dignified silence about charges of 
corruption. Suitcase was the immediate provocation for the no-confidence motion. 
It also became the weapon for defending the motion.”9 

Thus corruption in political life in India has assumed menacing level and has 
ceased to provoke any disgust of people shock the conscience of power wielders, 
as it did three decades ago.3° Corruption exists not only in the ruling party, the 
Congress (I), but has infected the non-Congress parties in equal measure. Not even 
the ‘Left’ ensconced in its closely guarded precincts can claim to be immune to it. 
Some of the regional parties like the AIAIDMK seem to be wallowing in corruption, 
totally unashamed and uninhibited. Inevitably, the administrative machinery, in- 
cluding the top bureaucrats in many places, have practically adjusted themselves 
to a corruption-laden regime. In fact, corruption at the political level goes hand in 
hand with corruption at the bureaucratic level.3" 

Financial kickbacks constitute the latest manifestation of corruption in India. 
The foregoing analysis of some major financial scams in India — the Antulay case, 
the Bofors issue and the present securities scandal — have all brought into fore 
one specific development in political corruption in India — the emerging corrupt 
techniques of widespread recourse to collection of funds for party financing and 
sustenance for political power through financial kickbacks. 

The technique of party financing had gone through a major change since Indira 
Gandhi’s tenure as Prime Minister. Her son, Sanjay Gandhi, and later the men in 


9 Ibid. 
3°Chakravarty, Nikhil, “Bofors, Big Bull and Corruption in High Places”, in Pioneer, June 16, 1993. 
"Ibid. 
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the subsequent regimes, had worked out more modern techniques. Instead of going 
round with a begging bowl to all and sundry, they concentrated on commissions and 
kickbacks from government’s major purchases for defence and other public projects. 
Although the practice eventually cost Rajiv Gandhi a second term as Prime Minister 
it has not deterred other politicians from indulging in nefarious and questionable 
deals. Behind the veneer of secrecy part of the laundered money can be utilised by 
the collectors for their personal use. 


VII 


Political corruption has specific norms and goals; it has its structure; and manifests 
specific pattern of behaviour very much different from other types of corruption, 
such as social, economic, or administrative, though it may look identical with them 
in some of its ramifications. The study of political corruption is of utmost value in the 
Indian context as other types of corruption have emanated from it. Politics being the 
seat of power, can provide a fertile breeding ground for corruption at all other levels 
and in other spheres. Political corruption becomes a paramount evil in developing 
countries because of widespread illiteracy and poverty. Political corruption may not 
prove so damaging in developed countries, but its offshoots may destroy the very 
fabric of the polity in a developing country. Political corruption makes easy headway 
in such societies which become suddenly democratic from a feudal authoritarian 
background without imbibing moral, social and economic values which could have 
worked as a bulwark against political deprivation. 

Politics affects all aspects of peoples’ lives. Elections which are the main plank 
for sustaining a democratic polity have become the fountainhead of corruption. All 
political corruption flows from the necessity of political parties and politicians to 
raise funds for election expenses which in modern times have become staggering. All 
legal limits in election expenses are flouted without any compunction. While crime 
of violence are handed with ruthless application of law, corruption and immorality 
often are connived at. 

The experience of India also indicates that while the avowed objective of the 
probes in various scandals and scam has been to find out the truth, in actual practice 
they seem to have had other objectives, namely 


(i) to seem to probe and delay the matter till public forgets the scandal 


(ii) to secure an instrument to smear the name of political opponent, 
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(iii) suppress a politically damaging truth. 


It is noteworthy that hardly any of these probes have led to the criminal prosecu- 
tion of the indicted politicians.” 

The various financial scams that have occurred in India point to the emerging 
pattern of sophisticated political corruption. Financial bunglings of such magnitude 
cannot take place and let off without any repressive punitive action unless those are 
backed by powerful politicians. Thus, corruption cannot be tackled without the pres- 
ence of persons with a high degree of personal integrity at the higher political levels. 
If the moral standards at the top are low, social values are bound to generate and 
lead to moral chaos and anarchy. Notwithstanding any institutional anti-corruption 
strategies that may be devised to combat the incidence of political corruption in any 
country — Election Commissions, Commissions of Inquiry, Vigilance Commissions, 
Ombudsman et al. — a strong public opinion, an appropriate social climate which 
abhors the corrupt and the corrupt practices and a free and vigilant media can per- 
haps accomplish much more than any legal or institutional device in challenging 
and exposing political corruption. Ultimately, it has to be a concerted attempt by 
the government and the people together.33 


3°See for details, Balachandran, P.K., “Politics Devalues Probe Panels”, in The Hindustan Times, 
Sept. 1, 1993, P. 7- 

33For a detailed analysis of the results of some Inquiry Commissions in India against corrupt 
practices see Jain, R. B., “Fighting Political Corruption: The Indian Experience”, in The Calcutta Journal 
of Political Studies, Vol. 3, No. 2, Summer 1983, pp. 1-22. 
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